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25X1A PRESENT: 
* De. Otte E. Guthe, CIA, Chairman 
CIA, Vice Chairman (Presiding) 
» Harry H. Bell, Department of State 

_, Mr. Bennett V. 5S, Davis, Department of the Navy 

** Mr, John W. Easton, Joint Staff (of JCS) 
25‘ Mr, Kingsley W, Hamilton, Department of the Air Force 

J. Duncan Holmes, Department of the Army 

CIA 
. EIC/S 
Executive Secretary 


CONTRIBUTIONS TO ANNUAL REPORT ON THE STATUS OF THE 
FOREIGN INTELLIGENCE PROGRAM (See YAC-D-85/15, T daly 1953) 


1. Discussion: he special meeting was called in order to 
discuss and prepare 2 coordinated draft of the EIC contribution to 
the IAC Annual Report on the Status of the Foreign Intelligence 
Program. 


2, Action: An agreed draft was completed at the second 
session of the meeting and was forwarded to the IAC on 25 Tul 
) The text of the contribution follows: 


, ) mut a 
Economic Intelligence ws te, fo" 


Intelligence en economic developments within the Sino-Soviet 7” oo 
Bloc continecd to improve during the year, largely because of the greater 
volume of economic data published by the various Bloc countries. How- 
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ever, Tcreasing experimentation with economic policies amd imstituriens.,. 
especially in the Soviet Union and Poland, has introtuced a new element 
of uncertainty im our imelligence forecasting. Research as been under - 
tukem to clarify the motivation of this experimentation and ia directed 
toward estimating the effects om ecemomic growth of such institutioaal 
changes in the USSE as the administrative reorganization of industry aid 
construction, the abolition of the machine tractor stationa, and the 
adoption of a new agricultural procurement policy. Research on insti- 
tuional changes within the Polish economy is also under way. 


As a result of the imereaged availability of information and of 
improved methoda of amalysis, economic intelligence has contiaved ta 
con tribute to assessments of the magnitude of the Bloc's military effort 
and over-all ability to wage war. Comparison of the estimated economic 
costs of alternative possible Soviet programs im the field of guided 
migsiles has, we believe, reduced the mirgins of error involved in the 
projections of these programs, Economic intelligence has continued to 
contribute significantly to improved estimates of the production of 
heavy bombers im the USSR and to assessing the size of the accelerated 
Bloc program of industrial and military research and development. 
Economic research was a major factor in the subatential dowadard revision 
ia U.S. eatimates of autlear power capacity in the USSR for 1960. 


* ‘ ‘ * « 
im tactual taformation on firet priority daiional ecomomic intelligence 
objectives still remain, The major gape are: 


(1) Information on activities «within certain sectors of 
the Sino-Soviet Bloc economies which might psavide indications 
of preparations fox hostilities, including developments in the 
tivil defense and stockpiling programs; and 

(2) Information op economic factors relating to Soviet 
production and production capabilities im fields directly 
related to nuclear weapons and delivery systems, and to air 
defense. 


Information is also lacking to meet other related economic intelligence 
objectives, such as the size and composition cf Soviet military expendi - 
tures and economic costs of Bloc military programs, including costs 
which will aid in estimating the relative emohasia assigned to the cevelop- 
ment of aircrast and guided missiles delivery systema im Soviet military 
production programs, In addition, major gaps remain in knowledge of 
Bloc production of electronicjequipment dused for industrial and military y) 
purposes}, amd of certain aspects of intra»Bloc trade, East-West trade 
and Bloc economic penefration activities. A concerted effort to remedy 
these deficiencies is being made through a more closely coordimated - 
collection guidance precram, with particular emphasis on economic 

factorg related to Soviet production and deployment of guided missiles. 
However, the limited succeas of collection effoxts has necessitated” 
continued use ci iadirect metheds of analveis and estimation, 
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In implementation of revised NSC economic defense policy, 
extensive economic intelligence support was provided for the first 
comprehensive review of the multilateral tvade controls since 1954. 
Attention was also given to am appraisal of the increasing propensity 
of Bloc countries to trade with industrialized nations of the Weat. 


A joint State-CIA project was established to provide am integrated 
appraisal of the political and economic effects of the major industrial 
reorganization that occurred in the USSR in 1957. A project undertaken 
earlier by CIA to supply the Air Force with production data in support 
of targeting studies was considerably expanded during the year to include 
a2 number of additional industrial categories, 


With respect to economic intelligence on Free World areas, a : 
murnber of studies were prepared on the ecomomic vulnerability of certain Fre 
World countries to Soviet Bloc economic and political penetration, In 
addition, several special studies ,relating to the supply and utilization opr 
of the tanker fleets and to the operation of the Suez Canal by Egyptian, wr i 
authorities. These studies contain information pertinent to the present 
Middie Eastern crisis, Other economic intelligemce studies covering 
Free World areas and indirectly related to problems of East-West tensions 
include: the effect on Free World markets of increased Soviet sales of 

ew aluminum and tin; possible repercussions of the U. S. recession on other 
Free World countries; an analysis of prospects for a resurgence of 
Western Europe's "dollar gap"; various developments in the field of 
regional economic integration, e.g., the Evropean Common Market; the 
impact on primary producing couatries of declines im selected commodity 
prices; and the sensitivity of Asian and African countries to fluctustions 
in agricultural commodity trade. 


interagency coordination of economic research through the Economic 
intelligence Commitiee {EIC) of the IAC has continued te increase. In 
ite continuing effort to reduce umnecessary duplication and to identify 
areas zad subjects inadequately covered by economic research, the EIC 
published its annual surveys of economic imtelligemce research on the 
Sino -Soviet Bloc and om non-Bloc areas; and by the end of the fiscal 
year had nearly completed its special survey of professional personnel 
engaged, im economic intelligence and related research on foreign econo- 
mies. The Director of Central Intelligence Directive 15/1, covering 
production amd coordination of foreign economic intelligence, was xevised 
by the EIC and was reissued as DCID 3/1, The statement of priority 
mational economic intelligence objectives was also revised. Coordinated 
research was undertaken on the petroleum situation in the Middle Eaat, 
the importance of which was dramatized earlier by the Suez crisis. 
The EIC has contimied, im the timely issuance of two separate series 
of reports, to devete special attention to the economic activities of 
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the Sino-Soviet Bloc in underdeveloped areas. The so-called "White 
Paper" recently published by the State Departrnent on the subject 
was, in large part, a product of this continuing interagency study. 

A report prepared by the CIA for the NSC on the Soviet civil defease 
program was also coordinated thequgh the EIC, 
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